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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: MICHIGAN

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES

If an appeal results in a change which affects claims already processed, three
alternatives to implement the change shall be available.

1. The hospital may elect to submit claim adjustments through the normal billing
process.

2.  The hospital may request an early initial settiement for the entire hospital. The
initial settlement will incorporate the appeal decision in determining the gross
program liability. Initial settlements are done only after the ned of a hospital's fiscal
year end.

3. The impact of the appeal decision may be incorporated into the hospital's final
settlement process.

Special Payment Adjustments

Executive Order No. 2001-9 directed the Department of Community Heaith (DCH) to reduce
hospital payments by $13,260,700 for FY'02. The reduction will be made by gross adjustment
applied to medical/surgical hospital, rehabilitation hospital and distinct part rehabilitation unit

payments.

A calculated share of the total reduction will be assessed to all hospitals and units operating and
enrolied in the Medicaid program on the date the E.O. Reduction is processed. The reduction will
be based on inpatient hospital paid claims for hospital admissions from September 1, 1999 to
August 31, 2000. (The last year of the paid claims data, used to rebase hospitals in FY'02, will be
used to implement this E.O. Reduction.) Claims were processed and paid using Medicaid DRG
Grouper 17.0 and October 1, 2000 hospital prices. Paid claims include Title V, Title XIX, and Title
V/XIX inpatient hospital claims. A hospital's share of the reduction will be calculated by dividing
the total of its paid claims by the total of the paid claims for all eligible hospitals times the total
amount of funds to be recovered.

Merged hospitals will have their reductions combined. Reductions will be taken from the
surviving hospital.

Each hospital's paid claim file was reviewed and appealed at the time the data was created for
the purposes of rebasing inpatient hospitals in FY'02. No further appeal of the inpatient hospital
paid claims data will be allowed. The E.O. reduction will be included in a hospital's settlement.

Each hospital's share of the reduction will be made by a single gross adjustment to the hospital's
inpatient hospital Medicaid ID number. Recoveries will be taken from the hospital's payments
until the £.0. Reduction is complete.
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